U.S. Department of Housing and Urban Development
Wanamaker Building, Suite 1005

100 Penn Square East

Philadelphia, PA 19107-3380
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District Inspector General for Audit

April 11, 1997

Audit Rel ated Menor andum
No. 97-PH 241- 1805

MEMCORANDUM FCOR: Bruce Gawford, D rector of Community Pl anni ng
and Devel opnent Division, Pittsburgh Area
Gfice, 3ED

FROM Edward F. Monorella, D strict |Inspector Ceneral
for Audit, Md-Atlantic, 3AGA

SUBJECT: Municipality of Penn HIlls (G antee)
Survey of CDBG Program
Penn HIls, Pennsylvani a

VW surveyed the operation of the Gantee's CDBG Program Th e
pur pose of the survey was to review the G antee's admni stra tion of
the CDBG Program and determne whether further audit work wa S
necessary.

Ve interviewed Community Planning and Devel opnent staff, reviewed
field office files, the Gantee's latest IPA audit report, an d

QG antee Performance Report. Ve visited the Gantee and inte rvi ewed
Gantee staff. VW reviewed financial statenments, mnutes o f
neetings, and other relevant data and tested transactions. Ve al so

interviewed a contractor, perf orned an on-site physical inspection
of CDBG work perforned and revi ewed subreci pi ent records.

Transaction tests were performed in the foll owi ng areas:
- d earance Activities
- Publ i c Services
- Rehabi litation

- Subr eci pi ent Monitoring
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Qur survey disclosed the fol | ow ng:

A | ncone Verification

1.

Housi ng Rehabilitation Program

VW reviewed 4 of 30 honeowners' files who wer
assist ed by the program For the four cases th
Gantee did not properly verify the incone of th
household, and in one case did not verify tha
muni ci pal taxes were current as required by th
program s gui del i nes.
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The Qantee's program guidelines require incom e
verifi cation for only the persons listed on th e
property deed. HU regqgul ati ons, 24 CF R
570.208(a)(3) states for "Housing activities. A n
eligible activity carried out for the purpose o f

I

provi di ng or inproving permanent residentia
structures which, upon conplet 1ion, will be occupied
by lowand noderate-incone households." Th e

G antee's program violates HJDs regulation s
because total household incone is not verified for
establishing eligibility for a rehabilitation | oan.

The Gantee's program provides either a 0% or 6 %
| oan depending upon famly size on the deed an d
i ncone. Qur review identified one househol d
received an $11,030 loan which was inproper
because total househol d i ncone exceeded the incone
limts for the famly size. See Appendix A fo r
details.

The potential exists that othe r honeowners received
| oans who were not eligible due to the G antee' S
i nproper verification of househol d i ncone.

Sunmer Youth Enploynent and Training Progra m
SYETP

Wstern Penn HIlls Comunity Action Inc. th e
subr eci pi ent admnistering the SYETP did no t
properly verify household incone of participants
This condition applied to thre e of five participant
files reviewed. ne participa nt's household incone
exceeded the incone threshol d, t herefore he was not
eligible for enploynent in the program

Apparently the G- antee has not provi ded gui dance to
the subrecipient for verification of househol d
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incone to neet the lownod benefit nationa
obj ecti ve.

Subr eci pi ent _Moni tori ng

The Grantee coul d not docunent subrecipient nonitoring.

The Gantee said they nonitored the subrecipients but n
witten record was kept. The subrecipient admnistering the
SYETP said the G antee had not | ooked at a participant file
three years.

Recomendat i ons

V¢ recommend the G ant ee:

1A

1B.

1C

1D

1E

o

in

Assure all activities benefiti ng | ow and noderate incone

per sons have the househol d i ncome requirenents included
in the Activity's guidelines, contract etc. Househo
incone will be based on HUD s incone limts publishe
annual | y.

d
d

Repay the program $11,030 from non-Federal funds for the

i npr oper | oan.

Reanal yze the |oan portfolio using HUD s househol d i ncom e

requirenents. For applicants who received | oans whic

h

exceeded HUD s incone threshol ds, repay the |oans to the

program f rom non- Feder al funds.

Provide or obtain training, and publications for staf
and subrecipient staff in the methodol ogy for verifying
i nconme and assets of program participants.

Establish and inplement nonitoring procedures whic
provide for: (1) annual nonitoring plan, (2) standard
for conducting on site reviews and reportin
defici encies, and (3) follow up procedures to ensur
correction of deficiencies.
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The results of the survey were discussed with the Gantee
representative and your staff. No further audit work is planned.

If you have any questions plea se contact Irving I. Quss, Assistant

District Inspector General for Audit at (215) 656-3401.

Appendi ces
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LOAN DATA

Aoplication Date - March 6, 1996

Addr ess
710 Jefferson Road, Penn HIlls, PA

Loan Anount $11, 030

APPENDI X A

Househol d | ncone
Per sons Type of | ncone Mont h Annual
Wfe (Applicant) Pension & Soc. Security $1, 606 $19, 272
Son SS| 563 6. 756
$2. 169 $26, 028

FY 1996 Median Family Incone Pittsburgh PA and Applicability T 0
Gantee's Program Loan | nterest Rates

Loan Interest Rate 1 Person 2 Persons
Very Low | ncone 0% $13, 350 $15, 300
Low | ncone 6% 21, 400 24, 450
LOAN ANALYSI S
The Grantee approved a 0%l oan to the applicant the property owner

Based on Grantee programgui delines and the applicant's incone, a
6% | oan applied. However, the househol d consisted of two persons

with total annual incone of $26, 028.

The applicant's househol

i ncome exceeded HUD s incone linmts of $24,450 for a two perso

househol d. The applicant was not eligible for the $11, 030 | oan.
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APPENDI X B

D STRI BUTI ON

Internal Control & Audit Resolution Staff, 3AFI

Drector of Coomunity Pl anni ng & Devel opnment D vision, Pittsburgh
Area Ofice, 3ED

The Associ ate CGeneral Council, Ofice of Asst Housing and CD, CD
(Room 8162)

Assistant to the Deputy Secretary for Field Managenent, SDF (Room
7106)

ALQ Comunity Pl anni ng & Devel opnent, DG (Room 7214)

Chief Financial Gficer, F (Room 10164)

Deputy Chief Financial Oficer for Finance, FF (Room 10164)

D rector, Housing and Community Devel opnent |ssue Area, U S GAQ
441 G Street, NW Room 2474, Washi ngton, DC 20548



